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APPENDIX B TO PART 707—MODEL CLAUSES
AND SAMPLE FORMS

1. Modifications. Credit unions that modify
the model clauses will be deemed in compli-
ance as long as they do not delete informa-
tion required by TISA or regulation or rear-
range the format so as to affect the sub-
stance or clarity of the disclosures.

2. Format. Credit unions may use inserts to
a document (see Sample Form B-11) or fill-in
blanks (see Sample Forms B-4 and B-5,
which use double underlining to indicate
terms that have been filled in) to show cur-
rent rates, fees or other terms.

3. Disclosures for opening accounts. The sam-
ple forms illustrate the information that
must be provided to a member when an ac-
count is opened, as required by §707.4(a)(1).
(See §707.4(a)(2), which states the require-
ments for disclosing the annual percentage
yield, the dividend rate, and the maturity of
a term share account in responding to a
member’s request.)

4. Compliance with Regulation E. Credit
unions may satisfy certain requirements
under Part 707 with disclosures that meet
the requirements of Regulation E. (See
§707.3(c).) The model clauses and sample
forms do not give examples of disclosures
that would be covered by both this regula-
tion and Regulation E (such as disclosing the
amount of a fee for ATM usage). Credit
unions should consult appendix A to Regula-
tion E for appropriate model clauses.

5. Duplicate disclosures. If a requirement
such as a minimum balance applies to more
than one account term (to obtain a bonus
and determine the annual percentage yield,
for example), credit unions need not repeat
the requirement for each term, as long as it
is clear which terms the requirement applies
to.

6. Guide to model clauses. In the model
clauses, italicized words indicate the type of
disclosure a credit union should insert in the
space provided (for example, a credit union
might insert ‘“March 25, 1995 in the blank
for ““(date)’” disclosure). Brackets and diago-
nals (“/’) indicate a credit union must
choose the alternative that describes its
practice (for example, [daily balance/average
daily balance]).

7. Sample forms. The sample forms (B-4
through B-11) serve a purpose different from
the model clauses. They illustrate various
ways of adapting the model clauses to spe-
cific accounts. The clauses shown relate only
to the specific transactions described.

[59 FR 59899, Nov. 21, 1994, as amended at 60
FR 21699, May 3, 1995; 61 FR 68129, Dec. 27,
1996; 63 FR 71575, Dec. 29, 1998; 66 FR 33163,
June 21, 2001]
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§708a.1 Definitions.

As used in this part:

(a) Credit union has the same mean-
ing as insured credit union in section
101 of the Federal Credit Union Act.

(b) Mutual savings bank and savings
association have the same meaning as
in section 3 of the Federal Deposit In-
surance Act.

(c) Federal banking agencies has the
same meaning as in section 3 of the
Federal Deposit Insurance Act.

(d) Senior management official means a
chief executive officer, an assistant
chief executive officer, a chief financial
officer, and any other senior executive
officer as defined by the appropriate
Federal banking agency pursuant to
section 32(f) of the Federal Deposit In-
surance Act, 12 U.S.C. 1831i(f).

§708a.2 Authority to convert.

An insured credit union, with the ap-
proval of its members, may convert to
a mutual savings bank or a savings as-
sociation that is in mutual form with-
out the prior approval of the NCUA,
subject to applicable law governing
mutual savings banks and savings asso-
ciations and the other requirements of
this part.

§708a.3 Board of directors and mem-
bership approval.

(a) The board of directors must ap-

prove a proposal to convert by major-

ity vote and set a date for a vote on the
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proposal by the members of the credit
union.

(b) The membership must approve
the proposal to convert by the affirma-
tive vote of a majority of those mem-
bers who vote on such proposal.

§708a.4 Voting procedures.

(@) A member may vote on the pro-
posal to convert in person at a special
meeting held on the date set for the
vote or by written ballot filed by the
member.

(b) A credit union that proposes to
convert must provide written notice of
its intent to convert to each member
who is eligible to vote on the conver-
sion. The notice to members must be
submitted 90 calendar days, 60 calendar
days, and 30 calendar days before the
date of the membership vote on the
conversion and a ballot must be sub-
mitted not less than 30 calendar days
before the date of the vote.

(c) The notice to members must ade-
quately describe the purpose and sub-
ject matter of the vote to be taken at
the special meeting or by submission of
the written ballot. The notice must
clearly inform the member that the
member may vote at the special meet-
ing or by submitting the written bal-
lot. The notice must state the date,
time, and place of the meeting.

(d)(1) An adequate description of the
purpose and subject matter of the
member vote on conversion, as re-
quired by paragraph (c) of this section,
must include:

(i) A disclosure that the conversion
from a credit union to a mutual sav-
ings bank could lead to members losing
their ownership interests in the credit
union if the mutual savings bank sub-
sequently converts to a stock institu-
tion and the members do not become
stockholders;

(ii) A disclosure of how the conver-
sion from a credit union to a mutual
savings bank will affect members’ vot-
ing rights; and

(iii) A disclosure of any conversion
related economic benefit a director or
senior management official may re-
ceive including receipt of or an in-
crease in compensation and an expla-
nation of any foreseeable stock related
benefits associated with a subsequent
conversion to a stock institution. The

§708a.5

explanation of stock related benefits
must include a comparison of the op-
portunities to acquire stock that are
available to officials and employees,
with those opportunities available to
the general membership.

(d)(2) In connection with the disclo-
sures required by paragraphs (d)(1)(i)
through (iii) of this section, the con-
verting credit union must include an
affirmative statement, that at the time
of conversion to a mutual savings
bank, the credit union does or does not
intend to:

(i) Convert to a stock institution;

(ii) Provide any compensation to pre-
viously uncompensated directors or in-
crease compensation or other conver-
sion related benefits, including stock
related benefits, to directors or senior
management officials; and

(iii) Base member voting rights on
account balances.

[63 FR 65535, Nov. 27, 1998, as amended at 64
FR 28735, May 27, 1999; 69 FR 8550, Feb. 25,
2004]

§708a.5 Notice to NCUA.

(a) The credit union must provide the
Regional Director for the region where
the credit union is located with notice
of its intent to convert during the 90
calendar day period preceding the date
of the membership vote on the conver-
sion.

(b) The credit union must give notice
to the Regional Director by providing a
letter describing the material features
of the conversion or a copy of the filing
the credit union has made with another
Federal or State regulatory agency in
which the credit union seeks that agen-
cy’s approval of the conversion. The
credit union must include with the no-
tice to the Regional Director a copy of
the notice the credit union provides to
members under §708a.4, as well as, the
ballot form and all written materials
the credit union has distributed or in-
tends to distribute to the members.

(c) If it chooses, the credit union may
provide the Regional Director notice of
its intent to convert prior to the 90 cal-
endar day period preceding the date of
the membership vote on the conver-
sion. In this case, the Regional Direc-
tor will make a preliminary determina-
tion regarding the methods and proce-
dures applicable to the membership
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